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” Abstract 

Cohabitation is an increasingly prevalent living arrangement in the United States. Although the 
effects of living in a cohabiting arrangement on child well-being are not fully understood, the 
literature on children growing up in cohabiting families suggests that they have poorer 
developmental outcomes than do those growing up in married- parent families or in single-parent 
families. We use the Consumer Expenditure Survey to see if cohabiting couples with children 
spend their income on a different set of goods (i.e., have a different distribution of expenditure) 
than either married parents or single parents. Using a variety of analytical methods, we find that 
cohabiting couples spend a substantially larger share of their total expenditure on alcohol and 
tobacco than do either married-parent families or single parents. Cohabiting couples with 
children also spend less on health care and less on education than do married parents. 
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How Do Cohabiting Couples With Children Spend Their Money? 

1 . Introduction 

Cohabitation is an increasingly prevalent living arrangement. Although the effects of 
living in a cohabiting arrangement on child well-being are not fully understood, existing 
evidence shows that children growing up in cohabiting families exhibit poorer developmental 
outcomes than do those growing up in married-parent families or in single-parent families, even 
after controlling for income and other household characteristics (see, for example, Thomson, 
Hanson, and McLanahan, 1994; Nelson, Clark, and Acs, 2001). We know of almost no studies 
that have explored why this might be so. 

There are several possible reasons for why children living in cohabiting families may 
have poor developmental outcomes. First, the cohabitor — usually a male — may invest less in the 
children than would men in married family structures because of their relative lack of 
commitment to the child’s well-being or their non- biological relatedness (Case, Lin, and 
McLanahan, 2000; Case and Paxson, 2000). Cohabitors may not only not share their income 
with the mother and her children (Bauman, 1999) but also may use the family’s economic 
resources in ways that do not benefit children. Together, these behaviors will result in the 
family’s economic resources being spent on a different set of goods, or “inputs” into child well- 
being, than the set of goods chosen by married couples with children or even single parents 
living alone with their children. Second, children living in cohabiting families may have poor 
outcomes because cohabitation affects child outcomes in a way not mediated through fewer 
investments made by the cohabitor. Third, the characteristics of the adults in these families may 
be worse in ways that affect child development; these characteristics may be correlated with, but 
not caused by cohabitation. 
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To test the hypothesis that cohabitors invest less in children, we use a national survey of 
detailed household expenditures collected by the Bureau of Labor Statistics (under contract to the 
U.S. Bureau of the Census) — the Consumer Expenditure Survey (CEX). Our approach is to 
compare the composition of expenditures made by cohabiting couples with children with those 
made by married couples with children and single parents. To the extent that the composition of 
expenditures made by cohabiting families differs from that of married families or single parent 
families, these families may have different “investment” strategies in terms of raising their 
children. These different strategies may reflect a lower commitment by the cohabitor to the 
mother and her children; alternatively, they may reflect underlying differences between mothers 
who choose to cohabit and those who choose to marry or to live alone. In either case, a different 
composition of expenditures might explain why children who grow up in cohabiting 
arrangements fare poorly relative to children who grow up in other family living arrangements. 

In this paper we address the following specific questions. 

1. How do cohabiting couples with children spend their money — that is, what is the 
composition of the goods that they purchase? How do their expenditure patterns compare 
with those of married couples with children and single parents? 

2. How do expenditure patterns of families change when a cohabitor joins a family? How 
do expenditure patterns of families change when a cohabiting couple marries? Do the 
cross-sectional relationships between cohabitation and expenditure hold up when we 
allow for fixed effects? 

3. Has the relationship between cohabitation and expenditure patterns changed over time 
(from 1982 to 1998) — a period in which cohabitation rates in the U.S. have almost 
doubled? 
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2. Background 

Single parents account for 28% of all households with children (U.S. Bureau of the 
Census 1998), and estimates indicate that between 50 and 60% of children bom during the 1990s 
will spend some time living with a single parent, usually their mother (Bumpass and Lu 2000). 
However, increasing numbers of “single-parent” families include a male cohabitor, 60% of 
whom are not the child’s biological father (Manning 2002). Estimates suggest that between 25 
and 40% of children will live in a family headed by a cohabiting couple some time during 
childhood (Graefe and Lichter 1999; Manning 2002). 

The handful of studies that has examined child development outcomes in cohabiting 
families show poorer outcomes for these children relative to children in married families and, in 
some cases, relative to children in single-mother-only households. According to data from the 
National Survey of American Families (NSAF), children ages 6-17 living in cohabiting families 
fare worse than children who live in an intact family in terms of the extent to which they were 
disengaged from school and in their levels of behavioral and emotional problems (Brown 2002). 
In a multivariate analysis of teenage children in the NSAF, Nelson et al. (2001) showed that 
those who live with their mother and a non- related cohabiting partner have higher rates of 
emotional, behavioral, and school problems than do teenagers living with married biological 
parents and also those living with a single mother. Using another national data set (the National 
Survey of Families and Households, NSFH), Thomson, Hanson, and McLanahan (1994) showed 
that compared to children living in single-mother- only or intact- family households, children in 
cohabiting families had lower levels of academic performance and higher levels of behavior 
problems even controlling for family income and several measures of parenting behavior. 
Interestingly, in Thomson et al.’s analysis, children in mother- stepfather households were less 
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different from children in intact families than were children in cohabiting households, suggesting 
that the negative results for children in cohabiting arrangements cannot be attributed solely to 
presence of an unrelated male in the household Finally, Dunifon and Kowaleski- Jones (2002) 
examined data from the NLSY and used fixed-effects techniques to control for unobserved 
heterogeneity between children in various family structures. They found that cohabitation is 
associated with greater delinquency among black children and lower math scores among white 
children, relative to children in married- parent families. 

Why might this be so? One explanation could be the fact that cohabiting couple families 
have fewer economic resources than married couple- families (Manning and Lichter 1996), and 
that economic resources matter for child development (Duncan and Brooks-Gunn 1997). 
However, two things cast doubt on the assumption that differences in levels of income can fully 
explain differences in child outcomes. First, cohabiting- couple families have higher economic 
well-being than do single- mother- only families (London 2000; Manning and Lichter 1996) and 
they are also more likely to receive loans and gifts from friends and non-resident family 
members than are never- married single-mothers living alone (Hao 1996). Thus, if the level of 
economic resources is what matters, we should not expect to observe that children in cohabiting 
couple families have substantially poorer outcomes than children in single -parent families, as 
several studies have showed. Second, the findings on poor outcomes for teenage children in 
cohabiting families (e.g., Nelson et al. 2001; Thomson et al. 1994) obtain controlling for family 
income and maternal education; thus, socio-economic differentials across the different family 
types cannot fully explain the observed differences in children’s development. 

Interestingly, Bauman (1999), using SEPP data, found that income from cohabiting 
partners did significantly less to alleviate a family’s material hardship than did income from a 
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spouse. This suggests that cohabiting couples do not necessarily pool their incomes in the same 
manner as do married couple families. Perhaps this translates into fewer resources being used to 
purchase child goods in cohabiting households, holding constant the level of income, and 
suggests the importance of examining the composition of spending across different family types. 

The broader literature on family structure suggests that differences in child outcomes are 
due not only, to differences in families’ economic well-being, but also to differences in the 
socialization that children receive (McLanahan and Sandefur 1994). Parenting “investments,” 
such as emotional warmth, cognitive stimulation, and the provision of enriching activities for 
children to participate in are also important predictors of child development (Bradley et al. 
2001). Brown’s (2002) descriptive results from the NSAF showed that young children in 
cohabiting couple families are less likely to be taken on outings than are children in married 
couple families. Another recent study showed that single mothers’ transitions into cohabiting or 
marital unions (which were treated equivalently) reduced mothers’ time with children (Thomson, 
Mosley, Hanson, and McLanahan 2001). Thomson, McLanahan, and Curtin (1992) showed that 
cohabiting-parent families eat breakfast less often together than do children in single -mother- 
only families. They also showed that cohabiting men spend less time participating in organized 
activities with the child than do stepfathers. Finally, Carlson and McLanahan ’s (2001) analysis 
of the new Fragile Families data showed that cohabiting mothers read to their one-year old 
children somewhat less frequently than do married mothers. Taken together, these, findings 
suggest that parents in unmarried cohabiting couple families allocate their resources differently 
than do parents in other family types. 

Why would cohabiting male partners adopt different investment strategies than fathers in 
married households? In the case of cohabitors who are not biologically related to the child, these 
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men may not expect to receive transfers of money or time from the children later in life and so 
do not invest as much in their well-being (Case et al. 2000). Non-biologically-related cohabitors 
might compete with children for mothers’ time, and they might also consume the family’s 
economic resources in ways that are detrimental to child well-being. Even biological cohabitors, 
however, may have a different set of expectations, values, and lifestyle preferences than do 
biological fathers in married households. For example, Clarkberg, Stolzenberg, and Waite 
(1995) showed that those who enter cohabiting (versus married) unions are not only less attached 
to the institution of marriage, but also less attached to their parents and other kin. In that study, 
young men who highly valued leisure time to pursue their own interests were much more likely 
than those less concerned with this issue to choose cohabitation over marriage later in life. 
Although Clarkberg et al did not examine cohabiting couples with children, it may be that these 
types of cohabitors are less attached to the role of parent as well, or have other attitudes and 
values that detract from their parental investments. Finally, differential parental investments 
may be related to children’s own characteristics or to biological motives to invest based on 
genetic relatedness (Case et al. 2000). 

It is not clear how much of any difference in parental allocation of resources between 
cohabiting couple households and other households is due to the behavior of the male cohabitor. 
Perhaps the nature of the cohabiting union, which has been described as having lower 
relationship quality compared with marriages (Brown and Booth 1996) makes it more difficult 
for either adult to invest time or energy in the children’s well-being. Brown (2000) observed that 
cohabiting couples with children experience higher levels of depression compared to married 
parents. Parental psychological distress can reduce time with , children or make that time less 
effective (McLoyd 1998). 
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A final explanation for observed differences among children in different types of living 
arrangements involves selection effects. Parents who choose different living arrangements might 
have different characteristics that affect child outcomes. For example, parents who cannot make 
and maintain a commitment to a spouse might also have a hard time developing and maintaining 
a strong attachment to their children. Couples in long-term cohabiting relationships have more 
incidents of domestic violence than do married couples (Kenney and McLanahan 2002). Often 
domestic or mental health problems result in weak or tumultuous relationships between adults 
and they also affect relationships with children. In addition, children might have characteristics 
or exhibit behaviors that lead to marital instability and, therefore, might make cohabitation or 
single parenthood more likely (Emory et al 1999). In our study, we address the issue of selection 
by, in some of our analyses, controlling for fixed and unmeasured characteristics of families. For 
these analyses, we rely upon panel data and families that change family structure during the 
course of the panel to control for these fixed and unobserved characteristics. 

Finally, we examine whether the relationship between cohabitation and expenditure 
patterns have changed over a period of time when cohabitation has increased dramatically in 
prevalence. One might think that as cohabitation has become more common, it might also have 
become more socially sanctioned, and the types of people who would cohabit have become more 
like those who would marry. On the other hand, if the relationship between cohabitation and 
expenditure patterns has not changed over time and if these patterns are potentially detrimental to 
child well-being, then this suggest that increasing rates of cohabitation might pose increasing 
risks to child well-being. 

In sum, existing research on cohabiting families with children, although sparse, suggests 
that children in these family types have poorer developmental outcomes than do children in 
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married- couple families and also, perhaps surprisingly, than children in single-mother-only 

families. The available evidence provides some hint that these differences might be due to 
different patterns of “investments” in children in terms of how resources (financial and 

otherwise) are allocated within different types of families. This suggests the need for an 

investigation of the composition of investments in children across different family types, holding 
constant the level of resources available to the family. We draw on a data set that allows us to do 
just that. Using the CEX, we investigate patterns of spending in cohabiting couple families, 
married couple families, and single-parent families, paying particular attention to spending on 

goods that might be more or less beneficial to children’s development. 

3 . Data and Measures 

We use data from the 1982 through 1998 panels of the CEX. The CEX, which is collected by 
the Census Bureau under contract from the Bureau of Labor Statistics, is a nationally 
representative survey of roughly 5,000 households per year. It contains information on the 

characteristics of each household member including their relationships, income and 

demographics, as well as detailed household-level information on expenditures. Each household 
is interviewed up to four times at three- month intervals. Three months of expenditure data are 
collected retrospectively at each quarterly interview for a total of twelve months of expenditure 
data. All of the statistics and analyses we present have been weighted using the sampling 
weights provided with the CEX so as to be nationally representative. 

In the CEX, a “consumer unit” or family is the basic unit of observation. Importantly, a 
consumer unit is smaller than a “household” and is meant to include only those household 
members who depend upon one another and who share expenditures. Thus, a mother and her 
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